DATA RELATIVE TO WITHHOLDING PROVISIONS OF 

1942 REVENUE ACT 

SATURDAY, AUGUST 22, 1942 

United States Senatk, ' 
Subcommittee of the Committee on Finance, 

\\ ashingt(tn, I), C. 
The subcommittoc mot, pursutint to jKljoummont, at 10:30 a, m., 
in room 312 Sonate Office BuiUimjr, Senator Bennett Chanjp Clark 
presiding:. 

Present: S<*nators Clark (presidinjr), CnTrv, and Danaher. 
Senator Clark. I j^uess we are ready to pmeeed, Mr. Paid. 

STATEMENT OF RANDOLPH E. PAUL, TREASURY DEPARTMENT 

Mr. Paul. I liave lumde<l you a statement. 1 would like to run 
tlirouf^h iluit statement. 
Stniator Clauk. All right. 

Mr. Paui.. You will notiee that we state that the TreaLsury lias 
can'fuUy n^^^xamined this whoh* collect ion-at-thc-sourc(» program since 
the House hill was enacted, with the ich^i of making im|Hmrments, 
I think we have accomplished that objective very definitely. It will 
be noted that much of the criticism of the withholding provisions is 
made in the light of the unimproved system. 

In making that attempt to improve the mechanism, we w(»nt to the 
field and interviewed both employers and (employees. We receiv(»d 
every cooperation and help from the employers. Th(\v were verv 
generous in tlieir attitude, and from their practical exp<*rience thev 
made a great many suggestions which we have adopt(»d, so far as 
we were concerned. 

Now, the modifications that we have suggested, or arc about to 
suggest, are listed beginning at the mi<ldle of page 1. You will notice 
that for wages and salaries we suggest the udoption of the type of 
plan suggested by Wv, Gretz of the American Telephone i^- Telegraph 
Co., Avhich involves the use of a simple-table to determine the amount 
of tax to be withheUl. and attached to this memorandum is such 
table. You will notice that we have graded the t^ble in brack(»ts of So. 

It is possible, from the use of this table, to tell instnntly how mucli 
to withhold. The tabk^ is designed in four blocks: Single p(»rsons, 
not heads of families; married persons with employed spouse; marrie<l 
persons with spouse not employed, and head oi family. \V<^ linvi* 
to have a separate table for married persons with i*mploye<l spous(» 
and married pei-soiis with spouse not employed, because of the awk- 
wardness of liaving the $500 exemption for single pei-sons which is 
not half the $1,20<) for married pei-sons. 

Now, by means of this table, you can determinq the tax ilirect 
from the gross wage without any computations. 

Ill 
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Under our original scheme you would taki a peraon, J^J^l 
peraSn who was making, let us say, $30 a week, and you wp^ tdce 
fhTtJble we had theS, showing $11 aj the ^o^* IT^mTS 
withholding in such case, and you would sul?tract the $11 «rom the 
So whicSr would leave $19. and then you would have to. multiply 
the$r9 by^thrrateof with^^^^^ This makes that same complicated 

^oSHm"p1^^^ on th« field trip I spol^o^^^^^^ 

most tw6-thirds expieas a preference for tje use of such a^e as I 
have just d^^ribJ, and in many the use of \tabk wdl 
cntiroiy eliminate the need for an additional machme. which is one of 
the problems I will discuss later. „„««„*;^„a 
Now> we have made a number of minor changes at the *^tioi» 

for changc^s with respect to wagt^ and salwi^. wluch ^^J^l 
First W employer would hot be required to get withholding de- 

ducUon ccTtiaoaWrom employees hired and employed for ^ 
I V^ok and paid less than $1 1 , You can easily see how that would 

Z ^mplo^r will be permitted, if he wishes.^to get informi- 
tion on the emplovee's marital and dependency stat^s^on a diflFerent 
om fUi throne he will have to file at the end of the year givmg 
S wagi^ and total tax withheld, instead of. as m Uie ongmiQ^ 
hrooedure using the same form for both purposes. 
^Xxt the employer would l)e given 30 days' time to prepare a 
HKV ipt for an employee terminating employment wstoad of having 
^o dve the rmnpt. along M-ith the last pa^ check. That unprove- 
me^t is d.>signed to take^are of the ^ituatU where the records are 
at a distance from the place where the employee is woricmg. _ ^• 
Next the employer would be given 30 days within which t» give 
offect to a change in an employee's marital and dependency stataw^ 
Now those are the modifications we suggest with res^t towagw 
* and salaries. We also have some improvements with respect to 

Firet^'we sugg«^t that the payor corporation Ih5 permitted to give 
an anm.«l receipt instead of a receipt with each dmd^d payment. 
It is obvious that that wjU simplify the Pr>e<^"'^/e^,,Vi^j^S:„ii^ 
fact! dividend payors have told us that this change wUl gready smipUfy 

'^i^r^SamS^^^^^ one dividend payor has indicated that the sutet^uU^^ 
of an annual receipt for a quarterly receipt would halve the additional 

4'XDense of collection a^ the source. . , . , • ^.i.^ ^„,« 
Sor Clark. Whllt do you do when there is a change in ije own, 

ership? Suppose you give a receipt for a year and then there is a 

change in the ownership? , . 

A1? T\RLE\u We would go to the record owner. 

\i r Friedman You would give a receipt for the year to each owner. 

TW i«st Two owne«, to^whieh you would. have to give two re- 

eeU>te At the end of the vear you would examine tbe book and find 

thT\U Jom^ to be the hofder of the stock for 6 months and yo" woidd 

Sve him a ^Seipt for 6 months, and Mr. Smith .would be the holder 

S Jhe Ttockfor 6 monUis and 'you would give hmi a receipt for 6 

sI'naV Moreover, every perwm dealing in the stock 

would deal with it just like a transaction ex-dfvidend. 
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Mr, Tableau, They would have to, 

Senator Danaher. Transfer the burden of adiustment from the- 
payor to the buyer or trader, which woidd work all rig^t. 

Mr. Paul. The next change we dugggedt is with respect to dividends 
paid by credit unions, saving and loan associations^ building and loan 
associations, cooperative banks, and farm cooperatives. 

There we recoimnend an exemption from withholding, and the 
reason is obviously that those dividends are small in amount and paid 
to a very large mimber of persons. 

Senator Clark. Sometimes not more than 15 cents. 

Mr. Paul. That is right. 

Senator Clark. Some are so small that they literally antount to 
15 cents. 

Mr. Paul. That is right. They are very comparable to interest 
on savings deposits. ' 

You remember one of the major complaints made by the American 
Banking Association was that the collection at the source system would 
seriously tlireatcn the nominee and street name systems of regisiration 
of corporate stocks. The proposed s>st'cm for the treatment of the 
nominee problem eliminates any ground for tliis complaint. This 
system provides for gross withholduig from the nommce, for the 
issuance of a receipt to tlie nominee by the payer corporation, and to 
the actual owner by the nominee. We have discus^d this new, revised 

Frocedure with Mr. Mylander of the American Bankhig Association, 
think it was with Mr. Mylander, and it has been agreed that under 
the revised procedure the nominee system, can be preserved. 

You recall one of the points^ to which the Commissioner called 
particular attention was the statement in the report by the Ainericah 
Banking Association that one bank had estimated it would require the 
services of a crew 2 men for at least 12 months to register the stock 
now held in nominee)form. This w ould be entirely unnecessary under 
the revised pwcedure. 

Mr. Friedman. I talked to Mr. Mylander on this point. 
Senator Clark; He made a very impressive point, to my mind. 
Mr. Paul. The other su^ested modifications for dividends would 
give the corporation more time within which to give effect to exemp- 
tion certificates and would place the responsibility upon the stock- 
holder to notify the withholding agent that the stockholder is*exempt 
from wjtlUiolding. ' , . 

Now, with respect to coupon interest 

Senator Danaher. Before you leave that, Mr. Paul, you are plan- 
ning that these exemption certificate can be readily procured? Wliat 
is your thought on that, Mr. Friedman? ' , 

Mr. Friedman. Our thought on that has been twofold: One, that 
you try to plaoi^ them on the counters at banks; and, second, that a 
great many corporations, as a convenience to their stockholders, would 
include them with, the last dividend check for the year. 

The A. T. & T said that is what they plan to do. They would 
include a copy of the exemption certificate, a blank copy, with their 
last dividend check, so that the dividend recipient would get it when 
he got his check, and he would be able to fill it out the next year. 

Senator EJanaher. That would meet a lot of objections. 

Mr, Paul. Wlien I finish my first statement I would Uke for Mr. 
Friedman to go into a number of those pohits, a number of those more 
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or lea& minor adimnistratiTe details, to just bqw aO f&cm stejps 
will be mechanically taken care of ^ to show tbat we h^ve (KiMdered 
this tibing throti^h on a practicid basis. 
We have not entirely theoretical hera 

Now, for cojapon interest, we have devdoped a number of m6d£6c«K 
tiQioA. However, in view of the tesUm<my before the committee aa 
to the veiy large number of small coupons^ and the prbld^ims miix^^ 
on the initial paving bank and the final obligor by the afc^jlee of 
evidence on the identity of the owners of t^e coupons, we now propb^ 
that coupon bon4 interest be completely exempted from withnblcupg. 
The amount o^TCveftue is very small, oidy $40,000,000 in . 1943 aiid 
$80,000,000 in 1«44. ; ^ 

Now, these objections do not apply to withlioldin^ from dividends 
or r<^tered bond interest, which offer a miich'^sunpler problem. 
Moreover, tlie revenue from dividends is substantial, amounting, to 
about $200,000,000 in 1943 and about $400,000,000^ in imr^T^ 
l^elationship is almost 10 to 1. 

I want to emphasize that in su^esting the withdrawal of the system 
with resp^t to eou^n interest, at least unre^tered coupon interest,, 
we arc veir emphatic in our recommendation that the system be kept 
as to diviciends. , * . 

NoWj these changes have been discussed with the Bureati which ift* 
assuming collectioji at the source. You know their attitude oh that. 
They agree that the changes are desirable and that they will greatly 
simplify the whole problem. 

I "(f ant to turn to Mr. Helvering's statement inade a day or so^ago 
here. I want to say at the beginning thiat there is not any question. 
.We have never tried to pretend that the collection is not a good, hard 
job. However j I want to say, on the other hand; ii seems to me, with 
all due resp^t, the Commissioner' has overmi^nified tlie probleipj 
and I want to shdw particularly, item by item, how I think he has 
done that. ' 

In the first place, you notice he made the point that llyOOO addi-* 
tional employees would be required to administer collection at the 
source. 

Senator Clark. That is m addition to tlie 5,400 \that Would be 
reauired under the House bill. j- 

Mr. Paul. That is true. But those 11,000 eiatoloy ee& will not idl 
be. i^equired at one time, in/act not imtil 1944. The fact is that only 
between 3,000 and 4,000 will be required during tiie calendar yc^ar 
T943^ and the rest of the 11,000 not until 1944. Thiat iheaOos you ' 
are going to have time to deal with that probl^ and recruit the 
personnel. . 

Senator Clabk. Why is that, Mr^ Paul? I do not see why it 
takes any more personnel to levy a withholding tax of 10 percent 
than it does a witidiolding tax of 

Mr. Paul. This distinction is not.addressed to that point. The 
withholdine will begin in 1943, if we put it in the statute* The wage ; 
returns' will begin to come in, tbere will be .a qiimrte^y nport^ the 
first grobp will come in, sav, 3 months after the begim^ing of the year, 
and Uien the dividends will not come m u^tfl the IdUowing-Vea^ 

Mr. FMEB|Aijr. It is not a dividend .problem. ' The difl&rence is/ 
during ^bMl^ year^ou get rejpojrts only from employers about^ t^^ 
nifney^lll^P^^ they have wi 
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1944 that you get a statemeDt £rom each fkmployee^ and it Act untfl 
1944 that you have problem of dieckme the statetnenta^of th9 
employers against the income-tax returns ffled by the employees* ^ ^ 

That is, during the year 1943'noth&g enters into the eysteEOi htfyin^ 
to do with' the employee's part in it. During 1943 you are ojdy ; 
dealing with the withholding checks, you are not dealing with the 
taxpayers at all. It is not until 1944 that you start hainiig the tax- ; 
payers enter a credit on. their returns, you raiow. 

Air. Paul. The matching problem is the main one, and that does 
not come uiitil 1944^ 

Mr. Fbiedman. There is another thii^ there. In 1944 jrou have 
the problem of taking the employer's quart^srly returns during 1943 / 
and balancing thetn with |dl the slips he ^ends in, in order to make 
sure that the two agree^ that the total of all the slips ieouals the 
amount he has nwd- You do not have to do anything: oif that until 
you come to 1944- 

All you have to do during 1943i is to get the returns from the em- 
ployers and to Ust them. 

Mr. Paul. .The next point made by the Conimission^ had to do 
with the personnel problem, and he emphasized" this particularly 
before the Ways and Means Compiittee, and he complamed, and I 
think he very validly complamed, that he was unable to undertake 
the coUection at the source when he had a priority classification, 
personnel-wise, No. 5. We thought that was a venr valid complaint, 
and I strongly recommended to the Budget that he be given a reclassi- 
jfication. ^le Budget, bein^ interested in collection at the somw* 
and thhiking it was very important to have it itx the statute, reclassi- - 
ficd the Commissioner* No. 2. So he now stands just next to Uib 
military in status witJi. respect to personnci. ' ^ 

Senator Clark, The salarit^s may have liad something to do With 
the d^cujty. V 

Mr. 1*AUL. Tliat is true. You remember the Commissioner iridi- " 
cated that he had raised his initial deputy salary from $1,800 to 
$^,000. 

Senator Clark. He told me he recommended it. I did not know 
whether it went into effect. i 

Mr, PaCl. He told me he jmd done that, I thhk I am correct in / 
stating that. V---i^ . 

Senator Clark. He said tlie fellows would just quit, b<jcausc they . 
would get better jobs elsewhere. . 

Mr. Faul. As to this pertonnel question, I am not entirely familiar 
with the ramifications of all this personnel-ratitig problem, but I ^ 
know when somebody wants to leave to go to anbther^ Department he 
^has to secure permission: 

Senator Clakk. But you cannot do anything about them g*>>^^v^^ 
into private employment. ' - 

MrM*AUL. T^at is true. This point of i>ers6miel clMeificatibnf 
was very strongily empha^zed by the CwnmfeMoner, y 

S^ator Clabk; The requirements for )the personnel todi^ are.^^ ^^^^ 
much higher than they fonnerly wer^ because- of. the increiiiihg^ 
eoniplexity of the whole subjefct. r ^ • ^>^ ■ 

Mr. Paul. That is true as to the pe^rmim^l that is mof^ deyoted / ; 
the income tax itself / v - : . X" : 
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S^atx>r Clark. That is what I am talking about. It used to be 
that anybody who could read and write was able to get by as a deputy 
collector. 

Mr, Paul, In respect to collecting at the source there will be ^reat 
need for more or less routine work. You remember the Commissioner 
explained that on the estimate of cost bv referring to the fact that a 
great many employees would be low-paid employee. 

Now, the Commissioner spoke of the number of forms required. 
He used, the %ure of 100,000,000 forms. Well, as a matter of fact, 
about 75,000,000 to 80,000,000 are now necessary under the informa- 
tion at the source system which is in vogue, and that collection at the 
source system will replace the information at the source system, so 
of course the real additional number of forms is only about 20,000,000. 

The Commissioner's statement called attention to the need of 
seven dMferent forms for the administration of coUection at the 
source, and of these forms only three are new; four olE the forma 
replacing th^se now in use. ' 

Now, the next item made by the Coinmissi<mer was with fespect 
to machines. It has been recognized right alon^ that we ,had--B 
machine problem. We have been assured by the War Production 
Board that the Bureau's needs can be met. It may be that it may be 
necessary to introduce some overtime, but we have taken all the stepa 
we can there. The Secretary has written a letter to Mr. Nelson 
asking for fonnal assurance on the point, and I think we will get the 
formiu assurance. 

Senator Gerry, Mr. Paul, do you think the employers could^et the 
machines? 

Mr. Paul, That question has also been tiJcen up with Mr. Nelson, 
I think I am correct in saying that the employers can get the machines 
if they are operating their present machines at a reasonable level of 
output. 

Senator Gerry. Yes. ^ 

Mr. Paul. In other words, there may be some who will not get 
machines if they are only using the present machines on an 8-hoUr 
basis. I think we will be able to get the machines'. 

Besides that, as I will show in a minute, not so many machines are 
needed as may be imi^ned: Hardly any of Uie machinery, more- 
over, will be needed, for the reasons we have just indicated, until 1944^ 

Now, the Commissioner spoke of the number of delinquent' em- 
ployers. He used the figure of 750,000 delinquent employers out of a 
total of about 2,700,<K)0 withholding agents. Since the number of 
withholding agents is about the same as the number of employers 
under the social security tax, it would seem reasonable to compare 
standards on that basis, and there are only about 250,000 delinqiient 
employers each quarter under the social-security tax, and I would 
not suppose that there would be any greater rate of delinquency 
under the one system than imder thft other. ^ 

Senator Clark. Social secinity is much easier to admmister. 
. Mr. Paul. That is true. ^ ; 

Senator Clark, I mean, that is a gross tax, and this, of course,^ 
would have to give consideration to exemptions. 

Mr. Paul. 'Hiat is true, but under this new improvement some- 
thing of that distinction has been wiped out. 

Senator Danaher. By the adoption of bands in the table. 
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Senator Clabk. Of course the bands is a step i& the directioulo^ 
^rofis tax. I would be oppraed to gross withHoldii^ because it is verf 
inequitable, but with the oand and grade application it seems to me 
it is not in^uitable enough to cause serious objection. 

Mr. Pauli. It is not wiihholdin|r, because those mnounts take 
contemplation of the status of the different types of witliholdoes. 
Even this figxnre of 250^090, of course, that are delinduent^ — ^we use 
the word "delinquent''. . That is a harsh word, but all that it really 
means in a great many cates is th^y are late in filing their retiuns. 

Another point is they are usually the small employers and they do 
not loom too large in percentage. 

I want to call attention next to the statejnent Veacrby the Commis- 
sioner to the House Ways and Means Committee on May 22, 1942. 

The Commissioner said: 

* * . . 

I have no doubt that a withholding tax could be si^iKfactorily adminiHtered in ^ 
normal times. Since these are not normal timeft, if withholding is to be partW 
any tax plan the work cannot be done unless the Bureau is to be given priori^ 
silitus with respect to personnel, equipment, and spa^ subordinate alone to the 
military forces. 

As I told you, that has. been done, and in addition we have improved 
the mechanism so much that it oujcht to be easier now than it was on 
May ^2. You will notice that vxe statement that I have quoted 
really expresses no doubt that a collection at Uie source was feasible 
if the priority status was obtained* 

Now^ turmi^ to industry, you have with respect to employers much 
the ^ame problem in ration to collection at the source as yotl do ^itb 
respect to social security. Of course, as you pointed out a moment 
ago, Senator Clark, the social security is on a gross basis, but we have 
met part of that distinction by this new table. . 

I point out here that employers do handle sociaI-*security problems 
without serious difficulty. Canadian employers are handling a system 
very similar (to the one we have proposed, and there has been no 
serious difficmty. * ' 

I refwred a moment ago to the fact that we made a field survey. 
That survey su^ested that more than two*thirds of all the employers 
in the country are not in need of additional ^uipment. . That is, 
two-thirds of the employees are in firms indicating no need for addi* 
tional equipment, and fewer than one*third indicatmg a need for addi- 
tional equipment. Again, some of this need for additional equipment 
will be eliminated by the modifications, changes aiid improvements 
that we have suggested. Most of the firms that indicated a need for 
additional equipment are now using their machines no more than 
8 hours a day. A^in, the indicatra needs for additional machines 
are relatively small m comparison to the machines now in actual use- 
only about 10 percent additional. 

NoWj the neea for additional personnel. That is fairly widespread, 
but it IS small in the total number,, that is, the additional number 
needed b relatively small. In all this field trip we found very few 
employers expressing any serious concern about being able to get the 
personnel they needed. 

Now, the Commissioner's statement laid stress on the estimate of 
the American. Banking Association to cost. These estimates were 
based on a misunderstanding of the law in respect tq collection at the 
source. They were, for instance, based on the assumption that the 
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paying a^nt would need to prepare fiyn copies of a r^ooipt dpii^ withL 
each dividend.bheck, and tl^t the propbsed ta^f^^^ 
the elimiyiatibh of the ^nominee'.' and -street luune'^ interns of 
tration of corporate stocks. Neither of the^ as^iimptipiis is yalidi 

Moreoyer» our ormnal pronpsal contemplated oM^f; one tecei^^^ 
with each dividend check* ana bur revised procedure contem 
only one a year> to bei^jrepared as a duplicate of tiie information retiim 
sent to the Bureau. The nominee system inrould not be distwbed; - 
The estimates of the' American Banlang Association are/ therc^oNi . 
^mmy times too Jiigh. The additional burden on payon of dividends 
would be relativdy sli^t. 

' In genei^l, for ooth employers aM payors of dividends,^ mjilch 0| 
1 the work required under collection ttt source replaces work now beink 
done' in the preparation of information retums^^ It should be noted 
that of 464 employers intejviewed, 88 percent were i^vwably ds^pbsed 
to collection at tne source and only 6 percent were reidly, definitely 
opposedto.it. , 

We thought it was important. We first surveyed the field as to ^ 
employers, and we th«n undertook to make a survey — and that is * 
still in progress — as to employees. So far, we haye only interviewed 
172 employees in Baltimore and Mintte^polis, and of those 172 em- 
ployees, 76 perceAt were . f avomble BxSd only 14 percent' opposed. 
Ki^ty-four percent said the withholdings wc^d have ho effect on 
their oond purchases,^ and only 8 percent said they would r^uce ^ 
their bond payments. * ^ 

Now those are the detailed considerations that I wanted to point 
out tp the siibcomraittee. 

In eonchision, I want to say that it is no ex^eration to say that-, 
collection ot the source is, to our way of thinkmg, one of the most 
important parts of the revenue bill as passed by the House. , We 
realize that the burden is substantial. I think you will^be convinced 
that we have labored rather assiduously to work orft the complexities 
and problrais that we saw as we went along. 

1 just csnnot believe that the problems now remaining'are ]]risupei:« 
able. They have been conqueTthdl in a number pf other countries,. 
Canada paiticulariy. * . 

Senator Clark, What does Canada do? Will you tell us briefly . 
how tliey operate? " r ' 

Mr. I^AUL. Mr. Friedman has studied that in detail and ^fnThiskve 
him describe the Canadian system, whicJi is the nearest, »I idider- - 
stand it, .to ours, * r • ^ 

Senator Clakk. That'is the reason why X asked about Canada; 

Senator Gebby. How long has Canada had it working? 

Mr. Prikdman. As part of the National Defense Statute j over 2 
years, : : " ^ • ' • " • *" 

Senator G£RRY. Does- that mean the withholdmg part of it? 

Mr. Fhiedmak. That is right. Britbh Columoia, one of £he 
Provinces of Canada, has also had a withholding system in effect that^ 
I tiiink is a year old^r that the general Canadian, law. The geneml 
Canadian law is over 2 years bid now. 

Great Britain has hM it working, of course, for a longer time yet. . 
/'Mr, Pauu Althougji their crjrstem is not comp^ble to otirs. 

Senator Gerbt. I gpt some Canadian legtelation so t could look at ' 
it, but I havCTi't Iwi time to go through it. . * , 




Mr. Fribdic^Nw IdonotkiibwlMm tli^ya^ 
smt^ybe^use^-^^ is about iimt» as complin 
, , ^Mt. jPAXJii* You have goia)liffei^t situation 
you have Here. Of course, they have bee^dpj^ 

The roMon why we think collection at the 
bec^aoiBe we have lowered the exemptions, ; our ini 
changMuntil jbis«Mdly amasstaxn^ You take % ^ 
$3|000 a vear^married and no dependwts, his tax habiUty, i)ndtf the 
House biU, is about $324. I do not betieve .tLat the avwage i>erson 
making $3,000 a year is gc^ing to be able to budget that amolmt of 
moneip^. Other pressures will come in during the year, and he will find ^« 
when it comes to the time for payment under the cohvenCtonal method 
now in vogue, that he ^ust hasn^t got t^^e money. 

Mr. Heivering spoke the other day on the pomt of BureAU prestige 
and I am just as anxious about the Bureau prestige, as anybody, but 
there is another an^e to that. It is not only a matter of makii^ the; 
collection at the source woik. - " ^ 

If we do not have it work we are goii^g to hiave so many defaulting: 
'taxpayer?, and so much trouble at that. end of the picture, that 1 
think we have got the jeopardy of Bureau prestige there: 

Senator Ci«ark. You mean you will not get the money because the 
fellow just does not have it? 

.Mr. Paul. Yes; he does not have it. There is notibii^ you can do 
about it jbhen. You can file liens on his salary, and so on,^ which wilt 
certainly be an unpopular procedure. We are just afraid, without 
collection at the source, with our present rate and our present mread of 
the incidence of taxation, that the ^stem will down. 1 do not 
think 1 put i#^o6 strotj^y when I say not tmly Bureau prest%6 is 
involved but the future of the imrome tax may be inv<^cd^ 

Senator Gbbby. How much do you Bgure tMs will ruse with the 
amendments you have su^estedT ^ ^ 

.Mr. Paul. Th6 figure was a billion and a quurter at the 5 pcreent 
rate. That will be somewhat reduced, but not very much reduced, 
if we leave out coupon bond int«est. 

r S^atorDANAHBR. When you sa:t"raise»" fo adopt your own wqitb; 
what you reallv mean is you will increase your tax coUectipn, by an 
^ estimated one billion and a quartar? 

' .Mr, Paul. I do not mean we will increase our tax collections by a 
billion and a quarter, I mean we will tuivance oliir collections. ' ' 
i 'Senator Claak. You will advance your cpUectioiis; liis the next 
^X^ar. . ' - • 

* Mr. Paul. Hiat is ri^t. I do not think, by a Iong->shot, that 
would increase our tax cc^lections that amount, becluise you wotdd 
collect a great part of thatniUion tod a quarter next year, or thef je*i: 

Rowing, say m 1944. I 

• In oflber jrords, we are not ccmtending^that it wpuld raise the tax 
collections a bUlion and a quarter' by reason of coUection at the soim^e, 
we cont^d only that it would advance t^e collection of a biUion ftnd a 
quieurter, apttronniatelyj^ \ 

/ Selkiator Da9ah£R.SSo-4^^ actually, if everyone In 1944 paid, up, 
the ag^ie^te would be the 8«ne.in . either case, I meaari as to the total 
6ti|lect»o|ks. Y . ' ;^ 

... Mr. Paul. That is true. FHt^fr^m the mffation standpoint, that 
""tame factor is very important. ^ / ^ ^ 

76254— 42t- — i ' : 
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Senator Clark. You mean ydu would ^receiye a billion 'fiid a 
quarter in revenue based on th^ tax for the past vear.' v - 

Mr. Paul. No, no. The ^ieneral effect of the House bill is ok an 
annual basis, not a collection basis. The House bill, on an annual * 
iMusis, yields somewhere between four and fiTe^bilUon in the first fiscal 
year, m3. ^ . 

The final point I would like to make in respect to th^ whole Hiatter 
of collection at the souirce has reference to the RuBil plan.* It may 
ihay not be that the, committee will wish to accept that plan, in some 
modified form, but it woulcl seem to us that, one of the ^principal: 
modifications of the plan, necessarily would be to tie it up^ or link it 
with collection at the source. 

If we are ^ing to do 4liat, we ar^ going to have the coHection-at-tlie* 
«purco system available. 

Senator CUiARK. I may say, Mr. Paul, as far as I am concerned, tile 
first thing'that appealed to me about the Ruml plan- was that it seemed 
to make machinery by which you could get curreiftly withheld taxes 
and it would be susceptible of having the collection-at-the-source ^an 
cx>upled with it without the double taxation which is provided by the 
House plan for conectioh' at Ae source. 

There is only the doubt whether the collection-at-the«>urce plan ii^ 
administratively feasible. , 

Mr. Paul. I had not intended this morning to go into the Riiau 
plan. I ' - ' 

Senator Clar^ We would be^ very glad indeed to have you do t^t. 
I do not know tojit the subcommittee woiild be required to repqrt to 
the full committee oii it. • - ^ . ^ 

Mr.' Paul, I would be glad to go into the Rund plah., I tluiik we 
might have Mr. Friedman first dwl with the more detailed aspects of 
the procedure, and then if you want to come ttack to ike Ruml plan 
after tha^, I will be very glad. to discuss it on a sort of informal basis 
with you. . " 

Senator Clark. Yes. 

Senator Danaher. Before you turn the meeting over to Mr Fried- 
man, Mr. Paul,! will direct your attention to Ais two-i^ table, dated 

JfiH you Please explain, in the lower half of that table, under the 
caption, ''mthhcddinff agents,' - the columns ihsA Ust lliose who are 
i^xempt from the witlmolding tax? ^ . 

Mr. Paul. I- think that, as far as «iy value i& concerned, wer oonid 
strike t^e table und«f ''Withholding iqgents" at the extreme righi. 
The important one is the numbw of withholding agents who are 
exempt. That is on the left ,and that totals 3,500,000> and below that 
vdu win see what is really more important, and thai is those that aie 
subject to the withholding tax, iand that is 60,000 Fed^al Qbvemment, 
200,000 State, and local govemments, and 2,440,000 other enq>loyee& 
The reason why we^have the railroad mployees jdus^the pwsQiia 
covered by the Social Security is thaV&e Railroad Retirement Act 
treats ^ihem- on a separate basis, refers to them semimt^y. 

In other words, there are 6,200,000 potratial witnholding i^mts, of 
* whicb 2,70b,OQO would be withholdmg agents under our procedure: ' 

Senator Danahkr.. Restating it, 2,706,000 are actual and 3,600,000 
^ are exempt. ^ ^ ; " 

Mr, Paul. That is right. . - " ' " ' - v 
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SeniMx>r Danaheb. And your purpose in including them in the 
table was simply to illustrate that there was that number who. were- 
being exemptra, is.thaf'not so? , ^ 

Mr, Paul. Tliat.4s right. That wiii indicate to. you one.; of tJie 
reasons why we did exempt those, because of the v*8t multiplication 
oTi&iie problem if we luwi withholding as to domestics, farm Inbor, and 
W <m. ' . ' , \ [ * 

Senator Danaher. 1 have only one o'ther quMtion. . 

Is it contemplated, with Teference to footnote 1,'that anybody in 
the military service would be liable to a witliholding tax, irresjf^ective 
of the nature of his service or the rate of pay? ^ ^ - 

Milt /Friedman. All military services are exempt . ^ 

Mr. Wells. It does take into account liiat during the first p.art of 
the ye»r they are su^iject to withholding. , * 

Senator Danai^sa. I iust wanted to make sure that there is no 
question of withholding from Army and Navy men in. Victual service. 

Senator Geury. Are domestic^ervants and farm labor included in 

the withholding? - ' 
Mr. Paul. No; they are exempt* 
Selmtor Gerry. That is what I tbou^t. 

Senator Clark. Mr, Paul, one ot£er point that was raise\l b^ /the 
Commiasioiier that you have not mentioned was the dbpctilty Vhich 
he anticipated, or at least su^ested, with r^aM to State, miinici* 
palities, school districts, go venuneiltal agencies, and things of that 
sort- What do you think about tbat? . • , 

Mr. Paul. l«think Senator Danaher asked me a question about that 
at the original hearing. His question went to the matter of enforce- 
ment, and I think I said I did not believe we could take step^ to en- 
/force, or I could hardly imi^ine the Federal Govemmenfc sujing the 
city of Detroit if it failed to comply with the provisioi^, or suing the 
city of Detroit for delinquency. 

I understood that We would getf*he cooperation of these State gov- 
emp^ents and city govemmetits. 1 do not think that any- of our 
investigation has disdosed any unwillingnew on their ^p^t to 
cooperate. » - - ' . . 

S^ator Clark. Mayor LaGuardia testified against it here. I think 
he said it would cost the city of New York $850,000. 

Senator ^Danah£;r. I tfalnk wl^t he did say was that there were 
165,000 employees in the city of New York and that it would cost 
them $200,000 for new machines, and it would cost them^ approxi- 
matdy $150,000 to $200,000 additional to administer the plan.^ That 
is my recoUectidn of it. 

Mr. Paul. My recollection is that it was $200,000 additional also^ 
..Senator Danaher. I still think we have got to consider all those . 
'estimates in the light- of some misconception of the plan, and in the 
light ako of the fact that he was talking about a plan that we have 
vCTv much .improved. v 

^^atojr Danaher. This mu^h is a possibility^ Uiou^, it is not, that 
you mi^t find your War Department or your Navy Department righl 
hef e saying, "We aje so busy trying to run the war that we just cannot 
withhold from the civihan employees." ^ 

Mr. Paul, tiet us cross that bridge when we come, to it. . I haven't 
heard of anybody notifying the Treasury to that eflfect. Mr. Helver- 
ing spoke of some Bureau getting in touch witJi him, but he did not 
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savf as I recotteci it, what But^Etfra have r^oeiViENi ^ ^ 

^ info^ \ , , ' ^ . ' - ^ V 

I waot tto 8fl^ thkj that we -haye'discusscd ^ 
soiux^e-with a number of other bureaus Jn aik'iidviaox; way;/trfu^ 
get iHeir reactio|;r, anH s&me theqi are very enthiflSaatic apoftt it. , * ^ 
' I <^ mention pilrticuliul3^ 4he: Federal Rcmsrre^ the . B^ ; 
tlunksomeof . : ^ ? * ^'l:^- s*^'-^' 

Mr. Takleau,, Th^ O, P. Mr; Hetidenmn. / 
: , Mr/PA^^. The P^. A.^ Mr. Hehdersoii/*i|pd ifr- Gilbert ai*ie Teats'^'; 
V strong for it- . . ^ " . . ' ^ * , 

Senator DaKajher. 'Anybody that ^i|s anytjliing to do^with the^^oal 
affairs is for it?„ ^ ' . v^ - . • : 

\ Mr- Pattl* Tliat is right. *. . , v ^ • . 

Senator Gehry. Yon have gpt youit Kavy ^^1^^ whijre 
think you will^haye some^trouble with tlie casualties, and tjnngs Uhse 
-that. What are you going to do with the withholding, for example* 
in the matter of ijne perscotinel in the Nasry Department? Y<m wffl u . 
have dependents' . I am on the Naval AffaW Committee and I / 1 
know we havjrThiid a lot of trouble with theln. Yott are bound to meet , ^ ^ * 
thatjproblem/ I thinky.and ypu . - : ; ; " ' 

j» Mr/PAuc;^ 1 fio not want to look the other way. . ' ^ . 

Senate^ 0]^HRy.«That is why I was Imngingut up. l^pac^^ 1 
had' a lot of helpings on it, anci we have na4 to wc^k apfme l£^gs out' ^ 
onit. • , , • - * I 

Mr. Paul, I would like to say 1 think we can meet mostH^f Uioso < - 
' problems asr we eome fo them. Maybe we can thhik of betfei^ ideas \ , 
' asTwego along. No system of this soft wojdd be perfect 'when yoii 
stfurl', but we have got to get started because it is ^ii:^ to be^necessary 
. in the long -pun, aiw it is not going^to be any easi^ if we put it ^ff. ^ . 

In fact, this is about our last clear chance to' get the system ii| tii*^*r**^ 
•statute. \ . * v r . ' ^ ^ • 

Senator Gerry, Wliat sort of trouble do you ha^e in the Statesy in, >^ 
say,. Ohio, that has'a very elaborate s^tem of sales tax/& respect tb^- ^ 
"Withholding, 1 mean^ whether thejr cooSperate- with yoii? ^ myself do ' 
not know anything abodt .the Ohio taxi ' ' * / 

- Mr, PjtuL. Well, they have tlie stamp-plan of sBlcs tax:,-: - / ' 

Senator Clark,, TJiey-littve a plan iij whi^h they teajr a sUonp^ m i 
two>nd give the pprsoii back hm t>f it, and if he wanfe to t\itn it In 
as a gift to som^/iqharitable institution he can turn it iht<i ca^ for \ ^; 
that purpose an4 no other purpm§. ^ 7" . 
-Mt. PXtrii. I mig^ Uie possibility bf ^various ^ 

• stamp plans in the b^nning^ and we shivi^ed at^m^e of iwe probletxis: ^ . 
, ^ Senatcir Glark. w:ill come bacic to th^ stampvliegc later. I want ^ 
i!& ask you one ^uestiol, N^, Paul. It has nothing tckdo wtth>Hi«i^t ' 
. * w^ aire talking about^but I have been. tiyuig.to.4imk ta ask^ojMrak^ - 
it for some time.v I thindk 1 have had^as maiiy lett^ ihvlayor of tli6^. ' 
mandato]^ ^xt^ion of mpnths instead*/ 4f a 'discretionary ' >•> 
i^^nBidh*by tJie Commissioner as on^ any bther suii^^cCi ; What is t^e . V 
4tt4tud€i of the Treasury on tHat? / ^ * • ' 

: . Mr. Pattc.'; I do hot know whether I unders^d tbie^ ijuestioi^ .? > * 
^/ 'Sehafor/CLARK. At the present * tune ydu ^sim^fi^^ to the 

mismotier f of aii fnctension of time^ and Jf lie wa^^ to giyi^it to you^^^^ 
he can giveut to you.- * 
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The National Assodation of Accountanto, and ft great mmy people, 
are very much in favor of making mandatory extensions of 3 months. 

Mr. Tarlbau. That is ri^t. They have written to us on that, as 
a matter of fact, v ^ - ' 

^nator Cla^k. Phave had about as many letters on that as oil 
any otJier subject. * 

\ *Mr. Tarleau. Mr. Bloudi igid myself are preparing a memoran- 
dum for Mr. Paul which, when he^ets through with the^coUection ^ • 
the source ^d th^ Rujmi plan, and variouaother matters that take 
up his time,. wc/wobM like to get his attentMi directed to, just jbo see 
wheth^ there fiannolM>e workea out sdmevsystem to mftke easier^the 
acpountantVproblenu ' ^ / 

^Ir. Paul. I ree<^ze the fact that the accountants have a par- 
tictidarly seriojus proolem. I have seen it ip actual operalion. The 
wai^ has produced for/them, as well as for others, a critical situation; 

W^. Tarleau. Ift^as doubled the personnel tiiej need. 
' - Senator Clarjk Yes. . ^ . 

Thfnk you, Mr.' Paul. ^ m 

' (Thf tables submitted by Mr. Paul are as follows:) 



E^iimoi^ nuntber of workern receiving wage$ at some time during calendar, fedr 194^. 
number of such' workers $uhject to filing an income-tax return, iiwrf number Mubjed 
to vntnkoldirtg tax, al90 number of wUhh * 

4 All flffores areao thoasands] 



1 Total num* 
of per- 
sons meiv- 
ing wages 
at some 
time cluriDfT 



ExemiK frota ^ithhoMliiK tax* y 

Aferkuliure; 1- . . -V. 

nomestie a . 

Castuir . t 

:^ MlUtary (full year of service)* 

SeU^mplovwl 



Tonal 



7" 



Subject to wittiboldliiie tax: 
* Forfenil Qovernment ) 
State and local jeovernmeiitSu 

All oOier^Raflrnad eiDployeem plus persons oovered by 
sodifl 



9.000 
ZOQO 
1.000 
2.000 



Total 
Totilt 



8.600 



a^oooT 

40.000 



54,000 



0%000 



dumber of fiersons 



Subject to 
tiling mn* 
lar iricMifflp- 
lax rHums 
uurt^JI. R. 



300 
40(> 
2UU 
HQO 
,000 



Z70O 



1.600 
ZOOO 

2f,aoo 



3S.800 



3L900 



Subject**,^. 

tovitb- 

hoMin/ 



i:400 
1,0110 

800 



(•). 



4.000 



v.. WO 

ZUUO 



> 37,000 



31,000 



iVlTHHOI-PlNO AOKNT8 <THB EMFIoYEES 6f THB VLORKBUB h^'tEV lXf«ACH 









^ 






Exempt fhkin witliboldia« tax: 






i, 500 


• • * 


400 








625 




3^500 




W6 



fbotnotea at 



of table. 
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BHimaied nun^Hfr of workers receiving wages <d some time during caiendar year 194S, 
number of such workers subject to filing an incom^4az return^ and number subject 
to withholding tax, also number of withholding oj^M^— -Continued 

WITHOT.DINO AGENTS (THE EMPLOYERS eF THE jyOHKEKS LISTED IH EACH 

COLUMN ABOVE— ContinuM ^ . 

[All flguTPs are In ttioiMnds] 



Subject to withboldiiiK Ux: 

Federal Governnient * 

State and k>csl Rorernments 

AH other— RaOrcNul employpes i^us persons oovrred by 
sutdnX stecurity * - 

Total , 

*Total - 



Totat nusn- 
b<T of jier- 
80DS receiv- 

Mt Mime 
Uroe during 
year 



GO 
200 

2.440 



6,300 



Xumber of persons 



Subject to 
flUnK regu- 
lar income- 
tax return!* 
under«II. K, 
737H 



Sab|ect 
towith- 
holdhif; 



00 
aoo 

2,440 



a; 700 



*Notio«auded. 

1 While the military personnel spendinic the full year in aetive service will incro«»e in the calettdar year 
1943, it is assumed that the iQercase will be replaoc l in eJvU life, so that at the lev?t if income of the oalmdar 
year \1H2 the estimated number of perBOOs subject to-withholdioK under H. E* 737^ is stUI 27,000,000. 

> Eidudes the raitltary torws. * « 

< Exdudes peraons employed at any time during the year in affricultnral, domestic, or governmental work. 

« WiUiboldinK itt»!ntH for casuiUs are included bmlcr house wivra ch- under other a|pnts who have employees 
subject to wi thawing. ^ 

Source: Treasury Department* Dii^ision of .Research and Statistics, July 30, IM2. . 

Table I. — Amounts to be withheld from wages and salaries under a $ percent rate-^ 

weekly basis 



Number of <lependent5. 



Weekly waj^e: 

$9tot0.y9 

$10tP$14.W.... 
$15 to $10.00- 
$20 to $24:90... 
125 to $20.00 ... 
$30 to $30.00 . 
. $10 to $40.90 . . 
$59.90 . 
$(>0.00.... 
to $79.90 ... 
$80 to $00.90... 
$00 tc $00.90 . 
$100 to $100.00 
$110 toil 19.99. 
$190 to $120.90. 
to $139.90. 
' $140.99.. 
$I»totlS9.9>. 
$lS to $109,90 
$170 to $179.09. 
$U0totl80.0». 
$190 to $190.90. 



Single persons, not heads of families 



None 



SOL 10 
30 
.60 
.80 
1.30 
1.70 
2.90 
2.70 
3w2U 
3.70 
4.30 
4.70 
5.20 
5l70 
6l20 
6.70 
7.20 
7.70 
a20 
&7U 
9.20 



SO. 10 
.40 
.80 
1.30 
1.80 
2.30 
180 
3.30 
3.80 
4.30 
4.80 
5.30 
&80 
6c 30 
6.80 
7ji30 
7.80 
8.30 
&80 



$0.30 
.80 
1.30 
1.80 
2L30 
180 
3.30 
3.80 
4.30 
4.80 
5.30 
Sw80 
6c 30 
&80 
7.30 
7.80 
&30 



$a40 

.90 
L40 
1.90 
2.40 
2.90 
3.40 
3.90 
4,40 
4.90 
5.40 
5:90 
6l40 
6c 90 
7.40 
7.90 



$0.50 

1.00 
1.50 
2LO0 
2.50 
3.00 
3.50 
4.00 
4.50 
5.00 
5i50 
6.00 
&50 

r.oo 

7.50 



5or 
more 



$0l1O 
.60 
I.IO 
1.60 
2.10 
2.60 
3.10 
3.60 
4.10 
4.60 
5.10 
5.60 
6.10 
6l60 

'7. 10 



Married person with employed 
spouse 1 



None 



$0.20 
.50 
.70 
I.IO 
1.60 
ZIO 
ZfiO 
3c 10 

aoo 

4.10 
4.60 
5.10 
5c 60 
6.10 
6.60 
7.10 
7.60 
ALIO 
&60 
9.10 



$0.30 
-70 
1.30 
LTD 
X20 
170 
3 20 
a70 
4.20 
4,70 
5.30 
5c 70 
6.20 
6c 70 
7.20 
7.70 
^30 
8.70 



$0.20 
.70 

2.20 
2.70 
3.30 
3.70 
4.20 
4.70 
5c 20 
5.70 
6.30 
6c 70 
7.30 
7.70 
8.20 



^.ao 

.80 
1.30 
1.80 
ZOO 
Z80 
3.30 
3.^ 
4.30 
4.80 
&30 
5:80 
6..30 
M» 
7.30 
7.80 



$0.60 
.90 
L40 
1.90 
Z49 
Z90 
3.40 
190 
4.40 
4.90 
5.40 
ScOO 
61 40 
OlOO 
7,40 



5or 



$0.50 
1.00 
1.50 
ZOO 
Z50 
8100 

COO 
4.50 
6.00 
5.50 
6c 00 

' aso 

7.00 



I No aliowanoe for working wife credit. 
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Tabls l,—^AmaufU$ to be wUhheldfrom ymq4^ and aalane* under a 5 perr^ni rdie— 

weekly basU-rContmued 



Numbctr <rf dependents. . . 


Manned perion witfa spouse hot 
employed 


' HrMloffiunily 




None 


1 


3 


3 


4 


5or 
more 


None 








] i • 


5 or 

^mcMre 


Weekly wafce: 








































































































$25to$2».W 

$X)to$».W . . 


.10 
.40 
.90 
1.40 
1.90 
2LiO 

a^io 

3.90 
4.40 
4.90 
5.40 
5.90 
&40 

aoo 

7.40 
7.90 
&40 












.10 
.40 
.90 
1.40 
1.90 
£40 
£90 

a40 

3.90 
4.40 

t% 

5.90 
(140 
<190 
7.40 
7.90 
&40. 


.10 
.40 
.90 
1,40 
LOO 
£40 
£90 
3.40 
3.90 
4v40 
4.90 
5l40 
&90 
&40 
6c 90 
7.40 
7.90 
&40 


















$40to$40.W 

$90to91».90 

|00tO».9» .... 

S70tol79.W 

$8dtO$M.1l» 
$0Oto$B».W 

^«roo.to$m«», 

^UOte$m.W 

$l30toftt».W 

$iwtoStfl».9»...: 

$l«0to$1«0.9l> V 

$170t<^$179.99 ... >^ 
|189to$I8&.W. ... ./ 

f»ttto$igcu»,.^ . 


.50 
1.00 
1.50 
£00 

9 sn 

3.00 
3.50 
4.00 
«4.50 
5.00 
5.50 
&Q0 

aso 

7.00 
7.50 
ft. 00 


.10 
.00 
1.10 
1. 00 

^€0 
3.10 
3.00 
4.10 
4.00 
5.10 
5.00 
0.10 
6l60 
7. 10 
7.00 


.» 
.70 

i.ao 

1 70 
£20 
£70 
3.20 
3.70 
4.20 
4^70 
5l20 
5.70 
O.20 
6L7Q 
7.20 


.20 
.70 
t ao 
1.30 
£20 
£70 
3.20 
3.70 
4.20 
4.70 
5.20 
&70 
0.20 
6^70 


"V36 

MO 
1.30 
l.DO 
£30 
£80 
3.30 
3.40 
4.30 
4.80 
5.30 
5.80 
0.30 


.50 
LOOT 
1.50^ 
£00 
£50 

aoo 

3.50 
4.00 
4.50 
5.00 
5.50 
&00 
&50 
7.00 

J. 00 


.10 
.60 
1.10 
1.00 
£ 10 
£60- 
3.10 

aeo 

4. 10 
4.00 
5.10 
SuOO 
0.10 

aoo 

7.10 

7:00 


v» 

.70 
1.20 
IvTO 
£20 
£TO 
3.20 

420 

4.70 
&30 
5c 70 

a20 

0.70 
7.20 


i 

.20 
.70 
1.20 
1,70 
£20. 
£70 
' 3.20 
3.70 
4.20 
4.70 
5.20 
5.70 
A. 20 

aTO 



Source: Tmsary Department, Divlskm of Tax Research. Aug. 14* 1942. 



Senator Clark. WiU you go right ahead, Mr. Friedman? 

STA'EKXINT OF MUTOV FBIEBMAH, DIY ISIOy OF TAX BSSSARCH; 

TBEASXJRT DSPABTIEEHT 

Senator Dai^aher. I tMnk, Mr. Paul, before you abandon that 
Jast ^answer to Senator Clark, you shoidd perhaps make apparent 
thatVou are talking about corporation returns as distin^gaished from 
individual returiis iipder i^e quarterly payment plan. That is where 
the prpbleqpi ilrises; is.it not? 

Mi^.'Paul. Yes; bec^ise those are returns, by and lai^e, prepared 
by accountants. 

^nator Dawator. What ^T. Tarl^u was talking about and what 
Mr. Paul was talking about is merely corporation returiis. 
- Mr. TabusaiT- Yesjit is a schedule,^d the diflficulties in corporate 
returns are much greater than in mdividual returns.- 

Mr. Paul. Woi3d*not that apphr to partnership returns, too? 

Mr- Tableau. To a considemhie .extent. Hie principal pro^blem 
is in thfe coroorate field. ^ * 

Senator Clark. All right, Mr. Friedman. 

Mt. Friedman. I would Ittce to call attention first to onejidint diat 
arose in connection with this discussion of. delin(|uency, and that is 
the comparison between the social-security situation and th^ one. 

It is true tiiat the withholding poeess is slightly more complicated 
hfiTEi than under Sdcial Security; but, on the other hand, the kind of 
ro]^rts\hat <iie employers have to make is very ma<^ simpler under, 
the withholdings plan than uxider Social. Security. 



